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In a controversial decision, President Vicente Fox named four prominent corporate leaders to form
part of the Board of Directors for the state-run oil company PEMEX. Appointed to the PEMEX board
were Carlos Slim Helu, chairman of telecommunications giant TELMEX and its wireless telephone
subsidiary America Movil; Lorenzo Zambrano, president of Mexico-based multinational cement
company CEMEX; Alfonso Romo Garza, chairman of the Grupo Pulsar conglomerate; and Rogelio
Rebolledo Rojas, director of Latin American operations for Frito Lay, a subsidiary of Grupo PepsiGemex.
The appointment of the four corporate executives, who are among Mexico's wealthiest men, is part
of Fox's effort to modernize the oil company, which has been underfunded and inefficient. "This
company is going to be managed according to efficiency criteria, precisely so that it yields more
benefits to all Mexicans, who are its shareholders," Zambrano told reporters.
All four entrepreneurs were hand-picked by PEMEX director-general Raul Munoz Leos with Fox's
blessing. Munoz Leos is a former corporate executive, having served as chief executive officer
of Dupont de Mexico. Also serving on the board will be three of Fox's Cabinet ministers: Energy
Secretary Ernesto Martens Rebolledo, Finance Secretary Francisco Gil Diaz, and Comptroller
General Francisco Barrio Terrazas. Gil and Martens are also former corporate directors.

Petroleum-workers union also represented
To add some balance to the strong entrepreneurial contingent and reduce union opposition, Fox and
Munoz Leos also reserved five spaces on the board for members of the petroleum-workers union
(Sindicato Nacional de Trabajadores Petroleros de la Republica Mexicana, STPRM). The STPRM
members who will serve on the board are Ricardo Aldana Prieto, Ramon Hernandez Toledo, Pablo
Pavon Vinales, Alejandro Sanchez Narvaez, and Mario Martinez Aldana. The appointment of the
STPRM representatives to the board appears to have appeased the union, at least for now. "This
is an innovation," said STPRM secretary-general Carlos Romero Deschamps in reference to the
appointments. "We'll have to see how this works out."
The STPRM has pledged, however, to ensure that the modernization efforts do not result in
a massive loss of jobs. "All existing PEMEX positions are justified," said Romero Deschamps.
Fox hinted at a reduction in the work force during a speech announcing the appointment of the
new PEMEX board. "It is imperative to have a business vision, take advantage of comparative
advantages, and put aside unprofitable lines of business," the president said.
Energy-industry expert David Shields said the STPRM remains strong, and any reduction in the
PEMEX work force will be very gradual. And, he said, the positions that will be eliminated will
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probably involve nonunion workers. "PEMEX is top-heavy in nonessential external consultants,
hundreds of whom will be chopped off, enabling management to post huge savings," said Shields.
"Union jobs have to do with exploration, exploitation, drilling, and maintenance operations." The
union has already began to contribute to the dialogue regarding changes to PEMEX structures.
In a proposal presented in late February, workers recommended that PEMEX be exempt from
paying taxes for a period of five years, allowing the company to reinvest its profits. The Fox
administration is considering some tax relief for PEMEX, allowing the company to keep a larger
percentage of its profits instead of relinquishing them via a corporate tax to the federal government.
By keeping a larger share of its profits, PEMEX would become more financially independent rather
than relying on budget allocations from the federal treasury. But the Secretaria de Hacienda y
Credito Publico (SHCP) has rejected the idea of not levying any corporate tax on PEMEX, since this
would have a negative impact on the Mexican treasury.
Under the STPRM proposal, the government would have to forego about 240 billion pesos (US$24.7
billion) in revenue, which is 4% of Mexico's GDP. PRD and PRI criticize corporate appointments
Opening the PEMEX board to private entrepreneurs had been under consideration during previous
administrations. But Shields said most of those proposals had in mind a more democratic selection
of the business participants. "To some, seeing top private-sector businessmen at PEMEX will be
uncomfortable simply because the company handles so much money," said Shields. "Many will also
believe that Fox is giving too much power in his government to major Mexican business interests."
The heavy business orientation of the PEMEX board attracted strong criticism from the centerleft Partido de la Revolucion Democratica (PRD) and the long-governing Partido Revolucionario
Institucional (PRI). Legislative leaders from the two parties are considering a joint resolution to
condemn the appointment of corporate executives to the board. That resolution would be presented
to the joint committee (Comision Permanente) of the Chamber of Deputies and Senate. Sen.
Jesus Ortega and Deputy Marti Batres Guadarrama, both PRD leaders in the Congress, accused
Fox of initiating a "silent privatization" of PEMEX. "It is very serious that a public enterprise so
fundamental to our country should be under the control of the large private businesses," said Batres.
PRD and PRI leaders said they were not sure that the participation of corporate executives on the
PEMEX board would yield the results that Fox is seeking. "In political terms, including Carlos Slim,
Lorenzo Zambrano, Regio Rebolledo, and Alfonso Romo on the administrative council does not
necessarily guarantee a modernization of PEMEX," said PRD Deputy Rosario Tapia, a member of
the energy committee (Comision de Energeticos) in the lower house. PRI Deputy Librado Trevino
was more blunt, accusing Fox of appointing the four executives as a repayment for contributions to
his political campaign. "Fox is more interested in rewarding corporate leaders than he is in helping
the citizens who elected him to office," said Trevino.
Criticism also came from former PRD leader and presidential candidate Cuauhtemoc Cardenas,
whose father Lazaro Cardenas formed PEMEX after nationalizing Mexico's oil industry in 1938.
In a column published in the daily newspaper La Jornada, Cardenas questioned what he called
a "grave conflict of interest" in involving these business leaders in PEMEX. "All four corporate
executives head companies that provide goods or services to PEMEX," said Cardenas. As expected,
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Fox's decision won support among members of his pro-business Partido Accion Nacional (PAN).
"With this designation, Fox met his campaign promise to expel politicians from PEMEX and replace
them with business experts," said PAN Deputy Fauzi Hamdan, who chairs the finance committee
(Comision de Hacienda) in the lower house.
The new PEMEX board is expected to consider several changes in the financial structure of
the company, including the tax reduction. Munoz Leos has proposed scrapping the structure
implemented under former President Carlos Salinas de Gortari's administration, wherein the oil
company was divided into four semi-independent divisions, Pemex-Exploracion y Produccion,
Pemex-Petroquimica, Pemex-Refinacion, and Pemex Gas y Petroquimica Basica. Munoz Leos said
this structure encouraged corruption and uneven decision making.
The four divisions will be reincorporated into the main company. "The idea is to strengthen the
corporate division of the company, concentrating all major decisions there, rather than having
them dispersed among the company's four subsidiaries, whose activities have been out of sync,"
said Shields. [Note: Peso- dollar conversions in this article are based on the Interbank rate in effect
on Feb. 21, reported at 9.70 pesos per US$1.00] (Sources: Excelsior, 01/17/01, 01/18/01, 02/14/01;
Reuters, 02/13/01, 02/14/01; The Dallas Morning News, Los Angeles Times, 02/14/01; Novedades,
Notimex, CNI en Linea, 02/14/01, 02/15/01; La Cronica de Hoy, The New York Times, 02/15/01;
El Financiero, 01/18/01, 02/15/01, 02/16/01; Reforma, 02/15/01, 02/19/01; El Universal, 02/07/01,
02/13-16/01, 02/19/01, 02/20/01; La Jornada, 01/18/01, 02/07/01, 02/14-16/01, 02/19- 21/01; The News,
02/05/01, 02/14/01, 02/21/01; El Economista, 02/14-16/01, 02/19-21/01)
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